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Managing Director of the Fund 


Mr. Per Jacobsson. of Sweden, assumed on December 3 
his duties as Managing Director and Chairman of the 
Executive Board of the International Monetary Fund. 
His appointment to a five-year term in this position was 
announced by the Executive Board of the Fund on 
September 19, 1956. Mr. Jacobsson was formerly a 


member of the Management of the Bank for International 
Settlements (Basle. Switzerland), where he served as Eco- 
nomic Advisor and Head of the Monetary and Economi 
Department. He succeeds Mr. Ivar Rooth, also of Sweden. 
Fund, Press Release. 
December 3, 1956. 


International Monetary 
Washington. D.t 


Source: 


IBRD Loan to Australia 


The World Bank announced on December 5 a loan of 
$50 million to the Commonwealth of Australia to finance 
imports of equipment for the development of agriculture 


on ae | 


2 million), road transport ($12.8 mil 


and forestry 
lion), railways ($4 million), and industry and mining 
$16 million). The loan will be used to pay for equip 
ment needed from the dollar area by farmers. privat 
businesses, and Commonwealth and State Government 
agencies. 

Australia has a continuing need to import capital t 
carry out development throughout all sectors of the 
economy. In line with its policy of increasing its popula 
tion and at the same time improving the standard of 
living. Australia. since World War II, has undertaken an 
immigration program and has increased its efforts to 
accelerate the growth of production. 

Between the two world wars, Australians had developed 
manufacturing to a point where they were able to supply 
the bulk of their own consumer goods: since World 
War II, they have been developing the manufacture of 
capital goods. Although this industrial growth has made 
Australia more self-sufficient, agricultural production. 
particularly of wool, has continued to expand, and agri- 
cultural commodities remain Australia’s chief exports. 

The 1.1 million immigrants who have come to Aus 
tralia in the past ten years nearly equal the number who 
immigrated in the whole 166 years since the continent 
began to be settled. While the recent influx has required 
more housing, 


transportation, public utilities, and the 


Gold Prices 


The effects of the Suez crisis upon gold markets have 
been considerably less than might have been expected. 
The price in the London market on November 9 was 
actually a little below the official U.S. buying price of 
$35 per ounce. The weakness of the market was probably 


due in part to the interruption of communications with 


like, the new immigrants are contributing importantly to 
the growth of gross national product, which has increased 
it the rate of 5 per cent per year since the war. For 
example. steel produ tion has doubled since the war. with 
sutput rising from 1.2 million tons to 2.4 million tons 
innually, and three fourths of the additional workers 
required to make this possible have been immigrants 
Similarly, 40 per cent of the total workers employed 
the motor vehicles industry are immigrants. 

Australia has financed much of its development from 
ts own savings, but it must continue to import capital 
f the pace of development is not to be slowed. The 
World Bank has now lent a total of $317.73 million to 
help finance purchases of equipment from the dollar area 
A $9.23 million loan 


f November 15 was part of a transaction carried out in 


for the expansion of the economy. 


participation with institutional investors to finance equip- 
ment for Qantas Empire Airways Ltd. (see this News 
Survey, Vol. IX, p. 173). Each of the other loans has 
been to assist in programs for developing, expanding. 
and improving productive facilities in major sectors of 
the economy. 

The new loan is for a term of 15 years and bears inter- 


est of 4%4 per cent including the 1 per cent commission 


charged by the Bank. 
1959. 


Amortization will begin July 15. 


Source: International Bank for Reconstruction and De 


Press Release, Washington, D.C.. 
December 5, 1956. 


velopment, 


hoarders in the Middle East and the Far East. but it is 
also believed that speculators who had bought gold 
earlier may have been selling again because they were 
afraid that they might not be able to move their gold. 
On November 20, the London gold price fell to the 
equivalent of $34.95 per ounce, the lowest price recorded 


up to that time since the reopening of the London bullion 
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market in March 1954. This movement was attributed to 

sales by several European central banks to pay for pur- 

chases of dollar oil. The London market price on Decem 
ber 3 was equivalent to $34.92. 

Sources: The Manchester Guardian, Manchester. Eng- 
land. November 10, 1956: The Times, London. 
England, November 21, 1956: The Wall Street 
Journal, New Y ork, N.Y °9 December 1, 1956. 


Rice Production 


After a decline in 1954-55, world rice production in 
1955-56 increased by 6.7 million tons. to the record 
figure of 123 million tons. The increase in the Asian 
countries amounted to 7 million tons. In Pakistan, how- 
ever, floods and insect pests reduced production by 
600,000. tons, and, Pakistan has become an importer 
instead of an exporter of rice. Production in the United 
States was reduced by acreage limitations, but it increased 
in Europe, particularly in Portugal and France. 

Source: Neue Ziircher Zeitung, Zurich, Switzerland, No- 


vember 2, 1956. 


Europe 


Western Hemisphere Oil Shipments to Europe 


By mid-January 1957, the bulk of Free World tankers 
will be moving petroleum from the Western Hemisphere 
to European countries that are short of oil. This is the 
conclusion reached by U.S. Government officials and 
representatives of the Middle East Emergency Committee 
(MEEC) in Washington on December 3. (MEEC is a 
group of 15 U.S. oil companies organized to deal with 
European oil shortage problems arising from the closing 
of the Suez Canal.) As oil tankers complete their present 
runs from the Persian Gulf around Africa to Europe. 
they will be diverted to U.S. Gulf Coast and Venezuelan 
ports. By mid-January. the volume of oil shipments to 
Europe is expected to be 800.000 barrels pel day. o1 
double the present 100.000. barrels per day (under at 
rangements outside the emergency program). 

Oil arriving in Europe will be allocated by the Petro- 
leum Industry Emergency Group. which has been organ 
ized by the Organization for European Economic Co 
(OEEC). 


under the goal set for mid-January, only 75 per cent of 


operation OEEC has estimated that. even 
European needs for oil will be satisfied. Since U.S. and 
European tankers in use by January will comprise 90 
per cent of the world total, tanker rates are expected to 
continue rising. Tanker rates are not subject to control, 
and the marginal use of additional tankers will result in 
premium rates. 

Sources: The Wall Street Journal and The Journal of 
Commerce, New York, N.Y., December 4, 1956. 


Sterling Exchange Rates 


A marked feature of the sterling exchange market 
recently has been the widening of the discount on forward 
sterling against the U.S. dollar. Whereas the spot rate 
has remained virtually unchanged since the beginning of 
November, at $2.7814, with the authorities ready to lend 
support when necessary, the rate in the forward market 
up to the end of the week ended November 24 had 
remained at a discount in terms of dollars of between 
1 1545 and 1 2745 cents for three months. Later, however. 
the discount widened sharply; on November 27 it reached 
2 1545 cents for three months and 1 4% cents for one 
month. In terms of the spot rate of exchange, these dis- 
counts are equivalent to nearly 3! per cent per annum 
for three months and to over 4! per cent per annum for 
one month, compared with the 2 per cent treasury bill 
differential between New York and London. This sharp 
rise in the discount on the forward sterling rate has been 
attributed mainly to speculative and nervous selling in 
New York. U.S. operators already short of sterling and 
due to settle commitments shortly have been attempting 
to extend their positions a little longer. 

More encouraging was the modest recovery in the 
transferable rate, which on the Ziirich market rose on 
November 27 from $2.7435 to $2.7482! and in New York 
reached $2.75. 

York on 


and three-month 


Spot sterling in New December 14 was 


sterling was $2.75 ‘4,4: 


transferable sterling was $2.7480. and security sterling 


Sources: The Times, London. England. November 28. 
1956: The Wall Street Journal. New York. N-Y.. 
December > 1956. 


Anti-Inflationary Measures in the Netherlands 


The Social Economic Council in the Netherlands, the 

advisory body composed of representatives of business. 
labor, and government which was asked in September to 
advise the Government on measures to be taken to fore 
stall inflation in the economy and to improve the country’s 
balance of payments, published its report on Novem- 
ber 29. Its main recommendation is that annual expen 
diture for consumption and investment should be curtailed 
by f. 700 million (US$18.4 million). Government expen 
diture would be cut by f. 200 million, private consumption 
expenditure by f. 275 million, and private investment 
expenditure by f. 225 million. 
The measures deemed necessary to achieve the reduc- 
those that would 
become effective on January 1, 1957 and those that would 
become effective during the year 1957. 


tions are divided into two groups 


The principal measures recommended to take effect on 
January 1, 1957 are as follows: (1) Since the premiums 


to be paid by wage earners in connection with the old-age 
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insurance scheme to be introduced as of that date (2.6 
per cent of wages) should not give rise to an equivalent 
increase in the level of controlled wages, wages should be 
increased by only 1.3 per cent, i.e.. half of the premiums 
to be paid. (2) The existing special tax facilities for 
investment should be abolished. (3) The volume of 
industrial construction should be reduced by f. 120 mil- 
lion a year. 

The measures recommended to take effect during 1957 
include the following: (1) As of July 1. 1957, controlled 
rents should be increased by 25 per cent. Part of the 
higher rent income of house owners would be blocked 
and released only for financing new home construction or 
maintaining existing houses. As of the same date, con- 
trolled wages should be allowed to rise by no more than 
2 per cent as a partial compensation to wage earners 
(2) Government subsidies on milk and sugar should be 
abolished. (3) Prices charged by public utilities should 
be increased to more economic levels. 

In addition, the Social Economic Council has consid 
ered the desirability of an increase totaling f. 60 million 
in indirect taxes (particularly turnover taxes). and of 
f. 50 million in direct taxes (particularly the corporation 
tax). Its report, however, does not contain any specifi: 


recommendations as to further tax measures. 


Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, November 30, 1956. 


Swiss Oil Supplies 


Swiss imports of mineral oil in 1954 amounted to 
1,616,000 tons and in 1955 to 1,901,000 tons. Since most 
of these imports come from European refineries (about 
one half from Italy), it is not possible to estimate accu- 
rately the importance for Switzerland of the original 
sources of oil supply. However, it is believed that Switzer- 
land is as dependent as the rest of Western Europe on 
Middle East supplies, which means that roughly three 
fourths of its oil imports comes from that region. Switzer- 
land’s oil stocks at present are estimated to be sufficient 
to satisfy three months’ normal demand, a situation which 
compares favorably with that of other European countries. 
But while storage capacity has been increased steadily in 
recent years, it has not kept pace with expanding demand. 
Since military considerations make it undesirable to sup- 
plement current supplies by abnormal drawings upon 
stocks, the maintenance of current consumption is entirely 
dependent on the restoration of imports. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, No 
vember 7, 1956. 


Gasoline Rationing in Denmark 


Gasoline rationing introduced in Denmark provides 
that cars used for noncommercial purposes will receive 
37-57 liters per month in the coming three months, the 


actual amount depending upon the size of the car. An 
extra allowance of 60 liters will be allowed cars used for 
commercial purposes, and in some cases this extra allow 
ance may be 120 liters per car per month. Sales and 
purchases of gasoline coupons will be legal. 

Finanstidende, 


ber 30, 1956. 


Source: 


Copenhagen, Denmark, Novem- 


Danish Budget Proposals 


The Danish Government's budget proposals for fiscal 
1957-58 include receipts on the current and investment 
budget of DKr million and expenditures of 
DKr 4,630 million, or a surplus of DKr 373 million. 
These figures indicate that both receipts and expenditures 
are estimated at about DKr 100 million above those for 


5.003 


the current fiscal year; thus the surplus would remain 
virtually unchanged. The capital budget 


ernment loans for building 


including gov- 
for 1957-58 is expec ted to 
show a substantial reduction in expenditures, e.g.. repay- 
ments on the domestic debt are expected to fall by about 
DKr 100 million, while loan disbursements may not fall 
by any considerable amount. The net deficit on the 

upital budget is estimated at about DKr 850-900 million, 
against about DKr 1 billion for 1956-57: thus the need 
for financing would amount to about DKr 500 million, 
compared with about DKr 600 million in the current 
fiscal year. 

The Minister of Finance stressed that utmost caution 
has to be exercised in the Government's fiscal policy. It 


is only from a strictly fiscal point of view that the present 


budget is satisfactory. Two points have to be kept in 


mind. One is that at present a restrictive fiscal policy is 
being pursued in regard to the Government's nonmilitary 
investment activity. While such a policy can be followed 
for a short period, it would not be possible in the long 
run to provide, within the present limits, for the neces- 
sary productive investments. Second, the Minister em- 
phasized that, if the present fiscal policy can be consid- 
ered satisfactory, it is only because credit policy is most 
restrictive. This policy has put a damper on the business 
expansion. The Minister stated that, considering these 
factors, the Government would aim at keeping its need 
for loans on the long-term market within the limits set 
There- 


fore, present taxes have to be continued and provision 


by repayments on maturing government loans. 


has to be made for the increase in expenditures as a result 
of the general pension scheme that becomes effective in 
1957-58. 
Sources: Politiken (Weekly Overseas Edition) and Bgr- 


sen, Copenhagen, Denmark, November 28, 1956. 


Italian Oil Supplies and Prices 


At the time of the Suez crisis, Italy had stocks of 


liquid fuel sufficient to cover normal requirements for 
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about two months. Rationing was therefore not under 
consideration, nor was there any intention to restrict the 
export of refinery products, except on diesel fuel other 
than that produced from crude oil imported specifically 
for re-export. Of Italy’s total imports of crude oil of 
17.3 million tons last year, 9.1 million tons came from 
Iraq and Saudi Arabia through the pipelines to East 
Mediterranean ports, and 7.3 million tons from countries 
beyond the Suez Canal. 

Increased freights and insurance premiums have raised 
the import prices of crude petroleum. The Italian Gov 
ernment has reduced the production tax on gasoline by 
Lit 11, and raised the officially fixed retail price of gaso- 
line. which was already among the highest in the world, 
from Lit 128 to Lit 142 (approximately US$0.83) per 
gallon and that for super gasoline from Lit 138 to Lit 152 

approximately US$0.92) per gallon. The lowering of the 
gasoline production tax entails a reduction of tax income 
amounting to about Lit 2-2.5 billion during the winter 
months when consumption is normally below average. 
An increase in the price of diesel and fuel oils is not 
envisaged at present. 

Neue Ziircher Zeitung. Zirich. 
November 15 and 23, 1956. 


Sources: Switzerland. 


German Capital Mark 


A recent weakening of the liberated capital mark 
(Libkamark) has been ascribed to the virtual cessation 
of issues of 8 per cent industrial bonds in West Ger 
many. According to Deutsche Zeitung und Wirtschafts 
Zeitung, this type of security had been in great demand 
abroad, especially in Switzerland, where a loophole in the 
German-Swiss tax agreement allows tax-free interest col- 
lection. As a consequence, these issues have, until re- 
cently, stimulated demand for the capital mark needed 


Aside 


from the cessation of these attractive 8 per cent issues, 


by nonresidents who wished to invest in Germany. 


there has been some repatriation of assets by Swiss and 
U.S. nationals, prompted by recent world events; this also 
has tended to reduce the premium on the capital mark. 
since the realization of these assets in West Germany has 
led to a greater supply of capital marks. It is also possible 
that rumors, indicating that the German authorities intend 
to abolish this special type of currency and allow con 
vertible DM to be used for investment in West Germany. 


have played a part. 


In this matter, however, the authorities concerned are 
faced with a real dilemma; once the Libkamark control 
no longer exists and the exchange rate risk bound up with 
it disappears, the high level of interest rates in West 
Germany will in all probability tempt more and more 
foreigners to invest there and thus bring to the Bank 
deutscher Lander further accruals of foreign exchange. 


In these circumstances, the Bank has only two alterna- 


tives. The first is to leave things as they are and try to 
compress the interest rate level to something more closely 


If these efforts 


were successful, there would no longer be any obstacle 


approximating the international norm. 


to the abolition of the Libkamark. The second alternative 
is to take the plunge now, abolish the Libkamark, despite 
the high interest rates in West Germany. and allow freely 
convertible and limited convertible DM to be used for 
investment in West Germany. The Bank would then have 
to wait and see how great would be the additional flow 
of foreign exchange into the Federal Republic and how 
quickly the greater supply of capital inside Germany 
would cause a lowering of the interest rates. At present. 
it is not known which course the Bank will decide upon: 
but its desire to avoid further accruals of foreign exchange 
in the present circumstances makes it highly probable 
that preference will be given to the first alternative. 

Source: Deutsche 


Zeitung und Wirtschafts Zeitung, 


Stuttgart. Germany. November 10. 1956. 


German Budget for 1957 


The budget estimates of the Federal Republic of Ger- 
many for the fiscal year 1957, as approved by the Cabinet, 
provide for balanced revenue and expenditure totaling 
DM 34.35 billion, of which the ordinary budget accounts 
for DM 33.19 billion and the extraordinary budget for 
DM 1.16 billion. The balancing of the budget has been 
effected by making provision for drawing DM 2.2 billion 
on the Government's reserve account at the Bank deutscher 
Lander. The Defense Ministry’s budget totals some 
DM 9 billion, including DM 140 million for training 
German soldiers, DM 156 million for technical research 
and development, and DM 264 million for government 
participation in the Atlantic Pact infrastructure program. 
The personnel costs have been estimated on the assump- 
tion that military forces will reach a strength of 300,000. 
For the first time, the budget includes an appropriation 
of DM 84.1 million for the Ministry for Atomic Problems. 
{ proposed reorganization of insurance funds and an 
increase in minimum pensions will cost the Government 
nearly DM 1.2 billion more than in the past year. The 
ordinary budget appropriations for house building 
amount to DM 1.5 billion, or some DM 300 million more 
than in 1956. The agricultural budget comes to DM 1.55 
billion, including over DM 600 million for the long-term 
program of the Ministry of Agriculture, DM 200 million 
for turnover tax relief to farmers, and DM 35.5 million 
for lowering the cost of diesel fuel. The extraordinary 
budget contains appropriations of DM 700 million for the 
house-building program and DM 285 million for the 


construction of highways. 
The revenue estimates have been based on the assump- 
tion of an 8 per cent growth in the gross national prod- 


uct. Although the full effect of tax reductions enacted 
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on October 5 will be felt in the fiscal year 1957, the 
Finance Minister expects an increase of nearly DM 1.4 
billion in tax revenue. Receipts from taxes on property 
and transactions are estimated at DM 13.65. billion 
(DM 13.04 billion in the 1956 budget), including an 
additional DM 500 million from the turnover tax. The 
Finance Minister hopes to increase the Federal Govern- 
ment’s share in the income and corporations tax of the 
Lands to DM 4.9 billion, from DM 4.7 billion in 1956. 
The yield of customs and excise duties is put at DM 8.3 
billion, representing an increase of about DM 1.6 billion 
When account is taken of the effects of tax reductions, 
total ordinary revenue is expected to be about DM 1.7 
billion higher than the estimates for the current budget 
year. 


Sources: Frankfurter Allgemeine Zeitung, Frankfurt am 


Main, Germany. November 12 and 13. 1956. 


Greek External Accounts 


Greece’s over-all balance of payments (excluding U.S 
aid and reparations) showed a deficit of $83.2 million in 
the period January-October 1956, compared with $36.1 
million in the corresponding ten-month period of 1955 
Since utilized U.S. aid (including shipments under the 
U.S. surplus farm products program) and reparations 
were $66 million this year and $58.9 million in the same 
period a year earlier, exchange reserves (in luding clea 
ing accounts) declined by $17.2 million in the first ten 
months of this year, in contrast to the increase of $22.8 
million a year earlier. 

The deterioration of the external position in 1956 is due 
to the increase of $77.3 million, or 27 per cent. in im 
ports. The higher imports, however, were offset to some 
extent by larger exchange earnings. Export proceeds rose 
by $7.3 million, or 5 per cent, and earnings from net 
invisibles by $23.3 million, or 22 per cent. 


Source: Oikonomikos Tahidromos. Athens. Greece. No- 
vember 29, 1956. 


Farm Prices in Greece 


Prices received by Greek farmers, as measured by 
special indices compiled by the Agricultural Bank of 
Greece, increased by 54.3 per cent between 1952, the 
last predevaluation year, and October 1956, while prices 
paid by farmers for industrial goods rose by 19.7 per 
cent and prices paid by them for both agricultural and 
industrial commodities by 37.6 per cent. As a result of 
these price movements, the ratio of prices received by 
farmers to prices paid by them for industrial commodities 
increased from an annual average of 0.74 in 1952 to 0.96 
in October 1956, and the ratio of prices received by 
farmers to prices paid by them for their needs both in 
industrial and agricultural goods increased from 0.84 to 


0.94. During the same period, wholesale prices in the 


Athens-Piraeus area increased by 50.7 per cent and the 
cost of living in Athens by 37 per cent (Bank of Greece 
indices). 

The substantial decrease in recent years in the discrep- 
ancy between the prices paid by farmers and those 
received by them—a discrepancy that, ever since the war, 
has been against the farmers—should be attributed pri- 
marily to the 1953 devaluation of the drachma. the agri 
cultural price support policies. and higher world prices 
of important export farm products. Since 1952 the income 
of farmers has also grown owing to the larger volume of 
agricultural production. 


source: 


Oikonomikos Tahidromos, Athens. Greece. No- 


vember 29. 1956. 


U.S. Agricultural Surplus Sale fo Turkey 


\ further agreement between the United States and 
Turkey for the sale for local currency of U.S. surplus 
agricultural commodities valued at $46.3 million was 
innounced by the U.S. Department of State on Novem- 
ber 13. The commodities shipped will be mostly wheat, 


} 


there will be small amounts of inedible tallow and 
A eubstar 


sale will be held { 


rut 
frozen beef tial part of the’ lira proceeds of the 
loans to the Turkish Government to 
development. The balance will be 
used to cover the cost of U.S. Government activities in 
Turkey, including the operation of the Fulbright program 
of educational exchange. 


promote economi 


Source: Department of Commerce, Foreign Commerce 
| 


Weekly. Washington. D.C... November 26. 1956. 


Middle East 


Iraq's Oil Receipts and Development Program 
The Iraq Petroleum Company’s Kirkuk oil field. the 


main source of revenue for Iraq’s development program. 
is temporarily inactive as a result of damage to pipelines 
connecting the oil fields with the Mediterranean. The 
Development Board’s estimated income for the six years 
of the plan (April 1955-April 1961) was ID 390 million 
(Ip 1 


have come from oil royalties. 


US$2.80). of which over ID 385 million was to 
With the increased oil 
production and export through additional pipelines to 
Banias on the Syrian coast, intended to begin next year. 
the Board’s income had been exper ted to reach and prob- 
ably exceed ID 500 million by 1961. At present, the 
Board’s only income is 70 per cent of the royalties from 
the 8 million tons of oil produced annually by the Basrah 
Petroleum Company and exported via the Persian Gulf. 
This income will be less than ID 14 million annually, 
while expenditures for the financial year April 1957-58 
have been estimated by the Board at over ID 100 million. 
The Board has a reserve of ID 45 million. which is con- 


sidered sufficient to permit slow progress for some time 
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on major projects and to complete the smaller schemes 
now under construction. The Board’s policy is to extend 
completion dates in connection with projects already 
contracted for but on which construction has not yet 
started. Projects fully prepared and surveyed but not 
put out to tender will be momentarily shelved and schemes 
approved in principle but neither prepared nor surveyed 
will not be given further consideration until the oil situa- 
tion clears. 

Source: The Financial Times, London, England, Novem- 

ber 21, 1956. 


Far East 
Indian Trade Policy 


Addressing the Import Advisory Council on Novem- 
ber 17, India’s Minister for Commerce, Consumer Indus- 
try. and Heavy Industry called upon traders to impose a 
voluntary cut in imports in order to conserve foreign 
exchange resources and to meet the situation created by 
the Suez Canal crisis. He indicated that shipping difh- 
culties are likely to compel the Government to curtail its 
import program for some time to come. 

The Indian Minister for Trade reported that during the 
first nine months of 1956 imports into India averaged 
Rs 660 million (US$139 million) per month, against 
Rs 540 million in 1955. The President of the Federation 
of Indian Chambers of Commerce and Industry suggested 
that a saving of about Rs 500 million in foreign exchange 
could be effected annually by reducing imports of fish. 
fruits, vegetables, spices, soap, liquor, tobacco, tallow. 
timber. chemicals, medicines, dyes, cutlery, rayon, earth 
enware and paper. 

In an address to the Export Advisory Council on 
November 18, the Minister for Commerce, Consumer 
Industry, and Heavy Industry appealed to traders for 
their full cooperation in increasing the country’s foreign 
exchange earnings. He urged them not to raise the prices 
of export goods. 

The Minister for Trade stated that during the first nine 
months of 1956 total exports had been only Rs 4,390 mil- 
lion ($922 million), compared with Rs 4,570 million in 
the corresponding period of 1955. India’s tea exports in 
the first nine months of the current year, however. 
increased to 356 million pounds, from only 260 million 
pounds in the corresponding period of 1955, while the 
foreign price of tea was tending to rise again. The Min- 
ister indicated that he expects an increase in tea exports 
to the Soviet Union and other countries of Eastern 
Europe. On the other hand, jute textile exports have not 
been entirely satisfactory, owing to various factors, 
including the export duty on raw jute from Pakistan. 
During the first nine months of 1956, exports of cotton 
piece goods amounted to Rs 415 million, compared with 


Rs 445 million in the first nine months of 1955, the 


physical quantity having fallen from 581 million yards 
to 538 million yards. The Minister expressed the view 
that exports of cotton textiles had been impeded by the 
increase in home demand and the upward trend in prices. 
He believes that vegetable oils constitute a hopeful source 
for larger foreign exchange earnings, and that mineral 
ores could make a substantial contribution to the foreign 
exchange budget. 

Referring to trade agreements, the Minister explained 
that the Government's efforts have been directed to 
increasing exports to West Asia, Southeast Asia, and 
Soviet bloc countries in Eastern Europe. India is also 
desirous of increasing its exports to Western Europe and 
its trade with Japan. 

Sources: The Times of India, Bombay, India, Novem- 
ber 18 and 19, 1956. 


Control of Food Prices in Ceylon 


As of November 5, 1956. the Ceylon Government froze 
maximum wholesale and retail prices of milk foods, con- 
densed milk. coriander, cumminseed, garlic. dry chillies. 
potatoes, red and Bombay onions, maldive fish, and green 
gram. The control was imposed as a result of the Middle 
East crisis. 

Source: Ceylon News. Colombo. Ceylon. November 8, 
1956. 


Thailand's Special Tax on Rubber Exports 


The Thai Government has decided to withdraw the 
proposed legislation which would have imposed a special 
tax on rubber exports to help finance a replanting pro- 
gram (see this News Survey, Vol. VIII, p. 289). The 
plan was not received favorably by rubber planters in 
many rubber producing provinces. At present, there are 
a number of taxes on the rubber industry, e.g., an export 
tax, which is considered high, a municipal tax, etc. 
Source: The Bangkok Post, Bangkok, Thailand, July 25. 

1956. 


Economic Developments in Korea 


General economic conditions in Korea in the second 
quarter of 1956 compared favorably with those in the 
first quarter, although prices continued to rise and heavy 
rains in the planting season caused crop damage. Despite 
an increase in acreage, the rice crop will be about the 
same as in 1955 (3.1 million tons). However, summer 
grain crops (barley, wheat, rye, and oats) are 10 per cent 
higher than in 1955, and pulse crops are 5 per cent 
greater. 

Total manufacturing output in the second quarter 
showed little change. The monthly average production 
of electric power, upon which most of Korea’s industries 
rely, rose to a peak of 88 million kilowatts, and anthracite 
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coal output amounted to 453,000 metric tons, or 2 per 
cent more than in the first quarter. Monthly tungsten 
output of 342 tons also compares favorably with produc- 
tion in the previous quarter. Output of rayon cloth. 
staple-fiber cloth, bicycles, cement, copper wire, and salt 
was substantially greater than in the first quarter. but 
production of cotton, woolen, and silk textiles declined 
slightly. 

Imports of aid goods—a major deflationary influence 

amounted to $87.3 million, more than twice such 
imports in the first quarter. Exports in the first half of 
1956 rose to $13.1 million, from $7.7 million in the 
corresponding period in 1955, while commercial imports. 
excluding aid goods, fell to $23.3 million, from $30.8 
million in the first half of last year. Thus, the commer- 
cial trade deficit was reduced to $10.2 million. against 
$30.8 million in the 1955 period. Shipments of tungsten. 
Korea’s principal export, increased steadily to $5 million 
in the first half of 1956, from $2 million in the same 
period of 1955. 

A rise of more than 29 per cent in the Seoul wholesale 
price index in the second quarter of 1956, compared with 
an increase of 8 per cent in the first quarter, was attrib- 
utable to the seasonal increase in the price of rice and 
an expansion of nearly 10 per cent in the money supply. 
compared with a slight contraction in the first quarter. 
The change in the money supply was due to an increase 
of 20.8 billion hwan (28 per cent) in bank loans and 
of 8.9 billion hwan in Bank of Korea purchases of 
foreign exchange. mainly from sales of hwan to the UN 
Command. 


Source: Department of Commerce, Foreign Commerc: 


W eekly. Washington. D.C.. December 3. 1956. 


Reduction of Costs in Japanese Aluminum Industry 


The Japan Light Metal Association reports that the 


rationalization measures undertaken by the 
aluminum refineries since 1951 have succeeded in reduc 
ing their production costs substantially. As a result, the 
price competitiveness of Japanese primary aluminum has 
been considerably enhanced. In contrast to Decem 
ber 1953. when the Japanese price of £235 per ton, 
ex-refinery, compared with £149 in the United Kingdom 
and £171 in the United States, the Japanese price now 
is £215 per ton, the same as in the United States and only 


£20 higher than in the United Kingdom. 

The rationalization measures undertaken included an 
increase in the electrical current capacity of the electro- 
lytic furnaces, mechanization of the control over the 
measuring system, improvement in heat control, increased 
automation in transportation, and stricter quality control. 

The reduction in unit costs resulting from these meas- 


ures is indicated by the fact that labor requirements for 


Japanese 


187 


the production of a ton of aluminum have been reduced 
from 12.1 working days to 8.8 working days. Further- 
more, the refineries now need less than 1.946 tons of 
alumina to produce 1 ton of aluminum, compared with 
2.007 tons in 1951. 


reduced from 2.24 tons to 2.11 tons: 


Bauxite requirements have been 
cryolite from 84 
kilograms to 50 kilograms: and anode paste from 650 
kilograms to 580 kilograms. The consumption of elec- 
tricity per ton of aluminum has been reduced from 22,000 
kwh to 19,000 kwh, mainly because of the increased 
current capacity of the electrolytic furnaces. 

Source: The Journal of Commerce, New York. N.Y.. 

December 3, 1956. 


Philippine Import Liberalization 


To help combat the rising price trend evident in the 
Philippines in recent months, the Monetary Board of the 
Central Bank of the Philippines has placed 31 essential 
commodities on the decontrolled import list. The essen- 
tial items that may now be imported without exchange 
limitations include certain foodstuffs, drugs and medi- 
cines, biologicals and pharmaceuticals in bulk form for 
raw material purposes, and construction materials in 
short supply. Fourteen other items, all foodstuffs, have 


been on the decontrolled list for some time. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., November 26. 1956. 


United States 


U.S. Interest Rates 


The U.S. Federal Housing Administration (FHA) has 
raised the interest rate ceiling on insured home mortgages 
from 4'% per cent to 5 per cent. It is expected that the 
Administration will soon request from Congress an 
increase in the Veterans Administration’s (VA) rate on 
yuaranteed mortgages, now set by law at 4!% per cent. 
since the present disparity between the VA and the FHA 
rates is expected to cause a sharp drop in the supply of 
funds for VA mortgages. The Federal National Mort- 
gage Association (FNMA) has announced that it will 
pay 97!5 to 99!» of par for the FHA mortgages bearing 
the new interest rate. The FNMA has also reduced its 
purchase price to 94-96 of par on mortgages carrying the 
previous 4! per cent rate. New prices have also been 
announced for stand-by commitments at 94 for 5 per cent 
mortgages and at 90 for 4!» per cent mortgages unde 


FNMA’s secondary market operations program. These 


changes are intended to stimulate the flow of mortgage 


funds for housing construction, which has declined this 
year to an anticipated 1.1 million units from last year’s 
figure of 1.3 million (see this News Survey, Vol. IX. 
p. 180). 
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The Federal Reserve Board and the Federal Deposit 
Insurance Corporation (FDIC) raised by 1 per cent the 
ceiling on the interest rate payable on all savings and 
time deposits and certificates of 90 days or longer by 
banks which are members of the Federal Reserve System 
or are insured by the FDIC. The increase does not 
apply. however, to federal savings and loan associations 
or mutual savings banks. The new maximum rate for 
savings deposits. time deposits. and certificates of six 
months or more is 3 per cent, and the new rate on time 
deposits and certificates of 90 days to 6 months is 2! 


per cent. The new rates become effective on January l. 


1957. The rate on time deposits of less than 90 days 
remains unchanged at | per cent. 

[wo weeks ago the Treasury offered two short-term 
ssues in exchange for $9.1 billion of one-year certificates 
maturing on December 1. The issues offered are a 31, 
per cent tax anticipation certificate maturing in June 1957 
ind a 3!4 per cent certificate coming due in October 1957 
Just prior to the Federal Reserve Board's last increase of 
the discount rate in August. the Treasury had borrowed 
$3.2 billion with a tax anticipation certificate that carried 
only a 2%4 per cent rate. This week the Treasury's offer 
ing of 9]-day treasury bills dated December 6, 1956 was 
sold to yield an average of 3.102 per cent. which was 
slightly lower than the 3.174 per cent rate of last week's 
offering. but was still higher than the rate has been at 
any other time since 1933. On the other hand, the longer 
maturities of U.S. Government bonds remained essentially 
unchanged. This week, the yield on the 40-year 3 pei 
cent bonds stayed at 3.32 per cent. 

Sources: The Wall Street Journal, November 19 and 
1956, and The Journal of 


1956. New 


December 3 and 4. 
Commerce, December 3 and 4, 


York, N.Y. 


Latin America 


Municipal Debts in Mexico 


Since most municipalities in Mexico have inadequate 
Banco Nacional 


Urbano y de Obras Publicas has for some time been 


financial resources, the Hipotecario 
authorized to grant loans for municipal public works. 
accepting as security a predetermined percentage of 
erants in aid received from the Federal Government. 
This policy has not always worked out to the benefit of 
the municipalities, for some projects have been less 
remunerative than was expected or federal grants have 
not been made available on a scale sufhcient to service 
the debt. In December 1953 a decree was accordingly 
issued which authorized the Federal Executive to approve 
the cancellation, under certain conditions, of municipal 
debts to the Banco Nacional Hipotecario Urbano, at the 
expense of the Federal Treasury, up to a total of 300 
million pesos. Up to August 1956, debts that had been 


canceled in terms of this decree amounted to 272.7 mil 

lion pesos. 

Source: Banco Nacional de Mexico, S.A.. Review of the 
Economic Situation of Mexico, Mexico, D.F. 
October 1956. 


Foreign Investments in Brazil 


Capital equipment representing foreign investments in 


Brazil, which has been licensed for import without 
exchange coverage since January 1955, totaled the equiv- 
alent of US$61.423.517 1956. For the 


major countries in which investment originated, the total 


in September 


value of such licenses issued through September was as 
follows: 


$11 million; United Kingdom, $7.4 million; France, $5.1 


United States, $28.2 million: West Germany. 
million: and Italy, $2.4 million. The licenses were issued 
under the authority of Instruction No. 113 of the Brazilian 
Superintendency of Money and Credit (SUMOC) dated 
January 17, 1955 (see this News Survey. Vol. VII. p. 208). 


Source: 


Department of Commerce, Foreign Commerce 


Weekly, Washington. D.C Z 


November 0, 1956 


Fund Transactions 


The record of Fund transactions published in Interna 
tional Financial Statistics. December 1956, shows that 
in SS ptembet 1950 | gypl pure hased Canadian dollars 


equivalent to US$15.0 million from the Fund with 
Egyptian pounds (see this News Survey, Vol. IX, p. 128), 
and that Iran purchased US$5.5 million from the Fund 
with rials, under the stand-by agreement between that 
country and the Fund (see this News Survey, Vol. IN, 


p. 116). 


Corrigendum 


Volume i No. 22. 
item, “EPL 


for Sweden and Austria in the table should be transposed 


November 30, 1956, page 174. 


Settlements for October 1956": The figures 


i.e., the figures for Sweden should read +-9.5, +-11.3, and 
+-2.7 for August, September, and October, respectively 


and those for Austria should read +-5.5, +-0.6, and —6.5. 


International Financial News Survey, written by 
nembers of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
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but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
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